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Executive Summary
This report conducted financial ratio analysis on the performance and condition of business of Marriott Hotel. This is found out significantly that the profitability of the firm was improved in 2021 compare to 2020 when the liquidity of the also improved in 2021. However, the ability of the firm is not enough to cover its current obligation by its current asset. Even though the gearing ratio of the firm is not also attractive for the investor because the firm depends on debt mostly. So it is to recommend to the firm to reduce debt and also minimise the operational cost of the organisation to increase profitability.  
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[bookmark: _heading=h.30j0zll]Introduction
[bookmark: _heading=h.1fob9te]The aim of this report is to analyse the financial performance and condition of business of Marriott. This study will explore the key trends of business’s performance and also include about three different types of financial ratios. However, the benefits and drawback of financial ratio analysis will be discussed here. After the Marriott Corporation split in two in 1993, Marriott International and Host Marriott Corporation emerged (Harrington, 2017). Overall, Marriott had 120,000 workers in 2021, down 0.83 percent from the previous year. However, it is found out that the firm faces huge loss during COVID-19 when the world faces lockdown. 


















[bookmark: _heading=h.3znysh7]Financial Analysis Trends
The analysis of financial trend refers the changes of percentage over the specific time period (Bhimani and Roberts, 2014). So this report will analyse the profitability, liquidity and gearing trends of Marriott hotel as followings.  
[bookmark: _heading=h.2et92p0]Profitability
[bookmark: _heading=h.tyjcwt]The term profitability can be divided into two separate part such as profit and ability (Bettner et al., 2003). It means that the ability of an organisation to generate profit for the organisation (Chen and Riordan, 2013). So the following report will discuss about net profit margin, ROI, Gross profit margin and operating margin to understand the trends of business. 
[image: ]
This is found from the book of Subramanyam (2014) that gross profit margin of an organisation refers the ability of firm to generate gross profit from its revenue. This margin is found very much significant for the business organisation due to it presents an idea about ability to spend on operational expenses. However, it is seen in the above graph that the performance of Marriott is increased in 2021 compare to 2020. Due to lockdown for COVID-19 in 2020, the firm fails to earn expected revenue. As a result, the business opportunity to increase its ability to generate more gross profit. 
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According to Amirullah and Rahmawati (2019) net profit margin of an organisation refers the ability of a firm to generate net profit for the organisation. Marriott hotel operates its business in international market. Due to COVID-19 pandemic and lockdown situation, the firm fails to generate net profit in 2020. However, it is has improved its performance in 2021. Though the trends line shows downward slopping based on last six years’ data. The firm needs to concentrates on operating cost to improve the performance. Though the performance was declined in 2020 but it is found that the it maintains the average performance in 2021, comparison of last six years’ data. 
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According to Jefriyanto (2021), operating profit margin helps the organisation and investor to understand about the how much capable a firm to earn profit after spending all operational expenses. It is found significantly that the Marriott hotel earns highest operating profit in 2021 compare to its last six years. So it could be said that the performance is improved in 2021 from 2020. On the other hand, trends line shows the downward slopping. So the firm needs to focus on more business strategy to reduce operational cost. 
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The ROI is found very much significant for the investor because this ratio helps to understand about the performance of organisation to employee the investment of investor (Chadwick, 2001). The higher ratio is always expected (de Mesnard, 2015). As a result, this is found here that the performance of Marriott hotel is increased in 2021. Though the poor performance is found in 2020. Even it made loss in 2020. So the business organisation needs to focus on improving ROI of Marriott Hotel. 
Based on above discussion, it could be said that the performance of Marriott hotel is improved in 2021 compare to 2020. 


[bookmark: _heading=h.3dy6vkm]Liquidity
[bookmark: _heading=h.1t3h5sf]The liquidity ratio refers the ability of the firm to cover the current liabilities by its current and quick asset (Li, Sun and Wang, 2011). This ratio illustrates the current condition of business (Dyckman et al., 2017). 
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This is found that the current ratio of an organisation refers the capability of a firm to cover its current liabilities through current assets (Pilbeam, 2013). This is found very much significant for an organisation to have higher current assets compare to current liabilities (Wulantika, Hariyanto and Safitri, 2018). However, the Marriott Hotel fails to ensure at least 1:1 ratio. Though it has improved its performance in 2021 from 2020. But the overall performance shows lack of capability to cover its obligation. However, it is found out that the liquidity ratio varies industry to industry. 
According to the above discussion it is clear here that the Marriott is not capable to cover its obligation by its current asset. 
[bookmark: _heading=h.4d34og8]Gearing
[bookmark: _heading=h.2s8eyo1]Gearing ratio presents the financial condition of a firm based on its debt and equity (Thomas and Harrison, 2019). So this report will present the gearing ratio of firm through debt to equity and long term debt to capital ratio. 
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This ratio refers the condition of debt compare to equity. This is found out here that Marriott Hotel prefers to raise fund from debt compare to equity (Subramanyam, 2014). The trend line shows the upward slop. It means compare takes more loan compare to allocate equity. However, it is difficult to measure the performance because each firm has own business strategy. In this regard, the Marriott Hotel has reduced to finance from debt in 2021 compare to 2020. It is a good sign because it will reduce the cost of interest. 
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The ratio refers the condition of business through its long-term debt and capital. This is found here that the firm focuses on debt capital mostly (Needles and Powers, 2012). It mostly manages capital from debt sources. The debt ratio is always higher than equity ratio (de Mesnard, 2015). As a result, Marriott Hotel needs to pay more interest and lower taxes. This cause the firm to imbalance in debt and equity. However, the firm decided to reduce the ratio in 2021. It takes lower debt compare to 2020.   
[bookmark: _heading=h.17dp8vu]Knowledge from Ratio Analysis
It is necessary to analyse the financial performance of the company so that the information served by the company through its financial statements can be analysed properly. The context is also significant for analysing financial information of Marriott International. However, due to certain constraints and limitations of ratio analysis, the purpose may not be obtained. Those limitations can be demonstrated here:
Using historical information: For conducting ratio analysis from the financial statements, Marriott International has to use historical information which is based on past results. As a result, the context cannot necessarily provide future company performance which disrupts the analysis information of the company (Subramanyam, 2014). Financial metrics can get changed over the time and it is necessary to adjust the scenario. There is no option to adjust the financial information used in ratio analysis, actual financial performance may not be obtained.
Having inflationary effects: One of the most common issues of ratio analysis is that it is affected from inflationary effects. Marriot International can release financial information periodically for which there may prevail time difference. Inflation can get occurred anytime for which the information does not carry the actual scenery and price value of the financial information. As a result, the prospect of analysing financial information from financial statements cannot be performed as per the expectation (Gibson, 2013).
Changing accounting policy: Marriott International may require to change its accounting policies for preparing financial reports to share information to the accounting users (Subramanyam, 2014). The context affects the actual information financial reports because of different metrics in that case get affected for which the changing orientation cannot be compared with the recorded data. The purpose of evaluating financial information in that case cannot be maintained in differently (Wahlen, Bradshaw and Baginski, 2018).
Having operational changes: It can be necessary for Marriot International change its operational activities and structure for the purpose of conducting its business. The changes can be significant and financial metrics can be affected in that case. The prospect of comparing financial metrics before and after the operational changes can mislead information to the accounting users for which financial performance cannot be understood to properly. As a result, decision making process of different stakeholders and accounting inserts cannot be performed effectively (Gibson, 2013).
Having seasonal effects: There seasonal factors also affect the orientation of financial information through a conducting ratio analysis. It has to be acknowledged that there is no opportunity to adjust ratio analysis for which the evaluation of financial information can be misleading.
[bookmark: _heading=h.3rdcrjn]Benefits and Limitations of Ratio Analysis
Ratio analysis is very significant to determine the decision making process of the accounting users for which the importance of analysis can be understood. Importance of analysis for decision making process can be demonstrated as follows:
Analysing financial statements: Both internal and external users of accounting information need to analyse finances statements for undertaking their related decisions. The significance of ratio analysis can be acknowledged in this case because of ratio analysis interprets the financial information for which the elements of profit and loss account and balance sheet can be analysed and understood properly (Subramanyam, 2014).
Understanding profitability: It is necessary to understand the profitability of the firm by the state holders because of they have to determine the decisions to continue their activities with the firm (Wahlen, Bradshaw and Baginski, 2018). Profitability ratios such as gross profit margin, net profit margin, return on assets and so on can be useful in this guys to understand the profitability of the firm. The accounting users can acknowledge if the firm is making profits or not which is essential to make their decisions in a significant way.
Determining operational efficiency: It is necessary to understand the financial efficiency of the firm to determine the decision making process. There are specific ratios in this case which can be used to understand the three are specific ratios in this case which can be used to understand the efficiency of the firm. Account receivables turnover ratio, inventory turnover ratio and so on are the efficiency ratios which help to understand the efficiency of the company. Financial outcomes can be compared with the competitors in the market or even the same company can compare the outputs with the previous results. The prospect leads to an understanding of the financial performance and efficiency of the company properly.
Understanding liquidity: It is necessary to understand the liquidity of the company so that proper decisions can be made to determine the ability to make payment of short-term debts. The purpose can be achieved through analysing liquidity ratios such as current ratio, quick ratio, cash ratio and so on. Through analysing the outputs, the accounting users can determine the decision making process properly for which the significance of ratio analysis in this case can be understood positively (Subramanyam, 2014).
Making plans and forecasting: Ratio analysis helps to make plans and forecast future financial performance by the firm through which proper guidelines can be determined to execute effective business strategy in the market. 
[bookmark: _heading=h.26in1rg]Conclusion 
This report analysed the financial ratio of Marriott hotel. This is found out that the profitability of Marriott hotel is increased in 2021 in all four ratios are discussed above. The average performance of the were increased in 2021 compare to 2020. However, the liquidity ratio is analysed and found out that the firm has very poor ratio. Though the condition is improved in 2021. On the other hand, the gearing ratio of the firm is analysed here also. It is found out that the firm has preferred to raise fund from the debt capital. Even the long term debt of the firm is more than 50% of total capital at each year from 2016 to 2021. So the firm needs to consider this issue due to reducing the cost of interest.   
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